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SUBJECT: CIV AIR: US-PHILIPPINE RAPPROCHEMENT 

REE: MANILA 695 

1 . BASED ON PREVIOUS DISCUSSION WITH GOP CIV AIR AUTHORITIES, 
DEPARTMENT STRONGLY BELIEVES THAT UNILATERAL CONCESSION BY 
US ON PAL ALL-CARGO WOULD NOT ACHIEVE BREAKTHROUGH 
OPTOMISTICALLY PERCEIVED BY EMBASSY AND THAT IT IS CLEARLY 
IN US INTEREST TO OBTAIN SOME COMPENSATION EOR SATISFYING 
GOP REQUESTS. 

2. BASIC PROBLEM IS THAT US INTERESTS IN BLIND SECTORS 

FROM MANILA TO SINGAPORE, TAIWAN AND HONG KONG, INCREASED 
FREQUENCIES AND FTL'S RIGHT TO CHANGE AIRCRAFT ARE OF 
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MINOR VALUE COMPARED TO PHILIPPINE REQUESTS FOR RIGHTS TO 
LOS ANGELES AND GUAM AND PAL'S ALL-CARGO SERVICE. POSSIBLE 
TRADE OFF COULD BE MADE OE ALL OR SOME BLIND SECTOR RIGHTS 
FOR PAL'S ALL-CARGO OPERATION OR SOME COMBINATION OF 
INCREASED FREQUENCIES, BLIND SECTORS, GUAM AND THE PAL 
ALL-CARGO. UNEORTUNATELY, SUCH COMBINATIONS WERE FOUND 
UNACCEPTABLE TO GOP DURING AGCOAILTS LATEST VISIT TO 
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WASHINGTON. 

3. NEW FACTOR WARRANTING CONSIDERATION IS INTRODUCTION 
OF LOWER FARES BY PAA, NW AND PAL. BASED ON LOW FARE 
EXPERIENCE IN OTHER COUNTRIES, NEW FARES SHOULD HAVE 
EXPANSIVE EFFECT ON TRAFFIC AND RESULT IN NEED FOR 
GREATER CAPACITY BY BOTH PHILIPPINE AND US AIRLINES. ALSO, 
PAL'S PURCHASE OF B-747 AIRCRAFT FROM LUFTHANSA IS 
ANOTHER FACTOR TO BE CONSIDERED. 

4. INFORMAL DISCUSSIONS VIEWED BY DEPARTMENT AS NECESSARY 
STEP IN DEALING WITH PHILIPPINE CIVAIR AUTHORITIES. AS 
EMBASSY IS AWARE, THROUGH THE YEARS THE DEPARTMENT 
HAS BEEN RESPONSIVE EACH TIME THE GOP INDICATED IT WAS 
MOVING TOWARD A MORE LIBERAL AVIATION POLICY. THESE 
INDICATIONS NEVER REACHED FRUITION BECAUSE OF LACK OF GOP 
IMPLEMENTATION. THEREFORE, INFORMAL MEETINGS TO GAUGE 
PHILIPPINE SERIOUSNESS ARE NECESSARY BEFORE ANY FORMAL 
NEGOTIATIONS CAN BE CONSIDERED. THEREFORE, DEPARTMENT 
BELIEVES AN INFORMAL VISIT WOULD BE USEFUL TO EXPLORE 
CURRENT STATUS AND IS WILLING TO ADD SIDE TRIP TO MANILA 
FOLLOWING FORTHCOMING NEGOTIATIONS WITH AUSTRALIA AND 
NEW ZEALAND. 
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